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At a May 21 hearing before a subcommittee of the House Banking Committee, chairman of the
US Export-Import Bank (Eximbank), John Bohn, said he opposed the creation of a reserve against
bad loans to foreign governments and private companies. According to Bohn, the inevitable public
disclosure of countries on such a loan loss reserve list would create embarrassing diplomatic
problems and could discourage countries on the list from repaying their debts. Eximbank is a public
corporation that guarantees and insures loans toward financing US exports. Bohn argued that a
private bank should create a loan loss reserve to disclose its financial condition to investors and
depositors. In contrast, Eximbank operates on the assumption that its obligations and commitments
are backed by the "full faith and credit of the US government." The proposal for an Eximbank
loan loss reserve derives from the General Accounting Office (GAO), an investigative agency of
the Congress. GAO official Frederick Wolf testified to the committee that Eximbank's reporting
practices overestimate its financial strength. He stated that even the bank's reported operating
losses have mounted steadily in recent years. Wolf testified that Eximbank's problem debt loans
likely to never be recovered and delinquent debt was rapidly increasing. He said that the former
rose from 13% of the bank's loans in 1982 to 29% in 1985, and the latter from 8% to 23%, respectively.
Next, the GAO official reported that on September 30, 1986, problem debt was more than seven
times Eximbank's retained earnings. He argued that the bank's present financial condition is
not adequate to deal with the losses that would result if a significant portion of its debt becomes
uncollectible, "which... seems likely" to happen.
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